international 
Marketing Information 
Series 


Foreign Economic Trends 
and Their Implications 
for the United States 


76-122 


Frequency: 
Supersedes: 


Prepared By 
American Embassy 
Paramaribo 


Prepared by the U.S. Foreign Service, 
U.S. Department of State, and released by the 
U.S. Department of Commerce 
Domestic and International Business Administration 
Bureau of International Commerce 





KEY ECONOMIC INDICATORS 

Unless otherwise specified, values in Exchange rate on September 1, 1976 
millions of Surinam guilders and was Sf 1.00 = USS$0.565 
quantities in thousands of metric tons 


Income lo t ee or 1973 1974 1975 


GNP at Current Prices 514.4 544.4 608.9 795.5 
GNP at Constant (1970) Prices 489.9 499.5 529.5 NA 
Per Capita GNP at Current Prices 1,352 1,399 1,528 2,006 
Per Capita GNP at Constant(1970) Prices 1,287 1,283 1,329 NA 
GDP at Current Prices 599.6 618,9 672,2 842,9 
Labor Force (Thousands) 102.0 104,5 110,8 £102,5 
Unemployed (Thousands) 11,5 14,1 18,1 26,0 
Average Unemployment Rate (2) 11,3 13,5 16,3 25.4 


Money and Prices 


Money Supply 
Total Public Debt 
External Public Debt 
Central Bank Interest Rate (%) 
Commercial Interest Rates (2%) 
Prime 
Average 


Retail Price Indices 
April 1968 - March 1969 = 100 


Total(as of the end of December) 
Food and Drink 

Housing and Furniture 

Clothing and Shoes 

Other 


1976 Retail Price Indices 


Total 

Food and Drink 
Housing and Furniture 
Clothing and Shoes 
Other 





Balance of Payments and Trade 


Gold and Foreign 
Exchange Reserves 
Balance of Payments 

Current Account 
Capital Account 
Balance of Trade 
Total Exports (FOB) 
Exports to US (FOB) 
US Share (%) 

Total Imports (CIF) 
Imports from US (CIF) 
US Share (2) 


Sources: 

Central Bank 

Ministry of Economic Affairs 
Ministry of Labor and Public Housing 
Planning Bureau 

Producing Companies 

Statistics Bureau 
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Production and Exports of Bauxite, Alumina and Aluminum!) 


Bauxite 


Year 


1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 


Production 
(Metric tons) 


5,466,000 
5,660,000 
6,236,000 
6,022,000 
6,718,000 
6,777,000 
6,686,000 
6,863,000 


Suralco 


2,154,000 
2,138,000 
2,178,000 
2,262,000 
2,122,000 
1,897,000 
2,049,000 
2,085,000 


Billiton 


1,652,000 
1,648,000 
1,500,000 
1,158,000 
1,475,000 
1,579,000 
1,889,000 
1,737,000 


Exports (Metric tons) _ 


Total 


3,806,000 
3,786,000 
3,678,000 
3,420,000 
3,597,000 
3,476,000 
3,938,000 
3,822,000 


1975 4,751,000 1,023,865 1,301,042 2,324,907 


Alumina 


Year Production 
(Metric tons) 


Exports (Metric tons) 
' Suralco Billiton Total 


1967 741,629 
1968 813,222 
1969 948,778 
1970 1,014,392 
1973 «=. , 275, 392 
1972 1,351,000 
1973. 1,429,000 
1974 1,194,819 
1975 1,148,602 


538,082 
577,335 
509,708 
438,092 
723,171 
839,287 
705,116 
580,483 
646,797 


145,990 
124,832 
346,452 
455,263 
425,533 
439,191 
505,267 
497,923 
443,033 


648 ,072 
702 ,167 
856,452 
893,355 

1,148,704 

1,278,478 

1,210,383 

1,078,406 

1,089,830 


Aluminum 


Year Production 
(Metric tons) 


1967 32,169 
1968 34,210 
1969 53, 346 
1970 54,542 
1971 53,765 
1972 43,000 
1973 50,000 
1974 56,954 
1975 39,964 


Exports (Metric tons) 
Suralco Billiton Total 


31,0962) 0 
43,5502) 
53,786 2 
53,3632) 
47,6742) 
53,0142) 
54,7632) 
54,8512) 
26,4292) 


31,096 
43,550 
53, 786 
53,363 
47,674 
53,014 
54,763 
54,851 
26,429 


1) These official figures vary somewhat from comparable producing 
company data but are included because of their comprehensiveness 


2) Includes aluminum skimmings. 





SUMMARY: Surinam's transition to independence on November 25, 1975, 
and its development since then have been peaceful and orderly, 
albeit with some internal differences of opinion as to what 
directions Surinam should take. In the economic sphere as well, 
Surinam is undergoing a transition from what has been a free 
enterprise economy dependent on big foreign mining companies to a 
mixed economy in which joint ventures between Government and 
private investors, especially in the extractive industries, is 
likely to be the norm. This evolution has raised questions about 
Surinam's potential stability and economic course and has caused 
investors to reassess Surinam's immediate investment potential. 
Over the longer term, however, Surinam's bauxite and other mineral 
and agricultural wealth should provide the basis for continued 
economic growth and make Surinam an increasingly desirable economic 
partner for the U.S. The addition of more than $1.5 billion in 
Netherlands development assistance over the next ten to fifteen 
years also offers bright prospects for Surinam's potential as a 
market for U.S. goods and services. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Bauxite Exports: The bauxite industry has traditionally set the 
pace of Surinam's economy. According to the International Bank for 
Reconstruction and Development, the two producing companies, 

Suriname Aluminum Company (Suralco), a wholly-owned Alcoa subsidiary, 
and Billiton Maatschappij Suriname N.V., owned by Royal Dutch Shell, 
accounted for at least 30 per cent of Government revenue, 91 per cent 
of commodity exports (by value), 31 per cent of Gross Domestic 
Product, and 20 per cent of gross private investment in 1970. 


The industry's contribution to Government revenue increased 
dramatically in 1974 with the introduction of the new bauxite levy 
of 6 % of the realized value of aluminum ingot in the United States. 
It is estimated that this levy will yield resources of about 

$68 million to the Government from Suralco alone over the lifetime 
of the new three year production agreement signed earlier this year. 
These payments are over and above the substantial payments made 

by the companies in the form of income and excise taxes. 


Despite the good news on the Government revenue side, it is clear 
that prior to the 1974-75 world recession exports of bauxite 
increased very little from their 1967 level, while those of alumina 
increased only moderately. Shipments fell drastically in 1975 and 
only shipments of aluminum have recovered during the first half of 
1976 (in large measure due to the drawing down of reserve stocks 
built up while world demand for aluminum products was falling in 
1974-75). 





The stagnation of Surinam's leading exports has meant that the 
country, which imports many of the goods and services it consumes, 
has experienced a steady erosion in its balance of trade and 
economic performance generally. However, the recovery of the 
aluminum market in the developed world should bring greater 
revenues to the Government and just as retrenchment worked its 
way through the economy, so should the current expansion have 

a favorable impact on jobs and future earning capacity. If the 
_recovery is sustained, Surinam's sluggish economy should: receive 
a much needed boost. 


Other Foreign Trade 


Surinam exports rice, shrimp, timber, bananas and other tropical 
products but far less than it might if the country's agricultural 
potential were used to the full. Indeed, Surinam is a net food 
importer, spending its hard-earned foreign exchange on sugar, 
vegetable oils, beef and fresh fruits and vegetables, all of which 
can be grown locally. Charcoal is also emerging as a significant 
export possibility. 


With the exception of rice-growing, plantation agriculture is the 
weakest sector of the Surinam economy, suffering from short-sighted 
and unimaginative absentee ownership in the past. Many plantations 
are badly in need of an infusion of capital to replace antiquated 
equipment and upgrade living and working conditions. In addition, 
there is a continuing shortage of labor in the agricultural sector 

as more and more youtls seek to make their fortune in urban Paramaribo. 


Surinam's largest sugar plantation, Mari¥nburg, was bought out by 
the Government in May 1974 in an attempt to revive production. 
Since then, the plantation has been extensively re-equipped. 
Indications are, however, that the 1976 crop will yield only 

11,000 tons of sugar, 1,000 tons less than domestic requirements. 
Negotiations continue with Brazilian interests for the expansion of 
Mari¥nburg but apparently nothing has been decided thus far. 


Over the long term, rice production, centering around the highly 
mechanized Stichting Machinale Landbouw rice farm in northwestern 
Surinam, should increase sharply as the result of an aid-financed 
water storage and irrigation scheme, which will permit the doubling 
of land under rice culture before the decade is out. This year, 
however, production has suffered a slight decline because of the 
heavy and extended rains in the rice growing region. Nonetheless, 
Surinam expects to meet all of its domestic and export requirements, 
and rice is one of the most promising agricultural products for 
increased export earnings. 





Foreign Aid 


Surinam's balance of payments has been characterized by a persistent 
deficit on current account -- not surprising when, as the Central Bank 
once estimated, 43.2 per cent of the goods consumed by the average 
Surinam family are imported -- offset by a surplus on capital account 
deriving from development aid. Thus, next to bauxite, foreign aid 

is the mainstay of the country's economy. 


The main aid donor is the Netherlands which at the time of Surinam's 
independence agreed to provide more than $1.5 billion in development 
assistance during the next five to ten years. On a per capita basis, 
this places Surinam at or near the top of aid-recipient countries in 
the world. Other major donors are the European Development Fund 
(more than $50 million over the last five years) and the United 
Nations Special Fund. 


An important new channel of technical assitance and capital invest- 
ment may open in the future as Surinam strengthens its relations 
with Venezuela. Among a number of cooperative projects discussed 
thus far is a proposal for the joint development of the Bakhuys 
bauxite deposits and construction of an alumina plant in western 
Surinam, with much of the bauxite and alumina thus produced to be 
exported to Venezuela, together with the supply of Venezuelan oil 
to Surinam. No agreements have so far been reached, but this 
proposal, if implemented, would make Venezuela one of Surinam's 
major economic partners, along with the Netherlands and the U.S. 
Brazil has also shown interest in participating in Surinam's develop- 
ment as well as increasing bilateral trade. 


Financial Situation 


Inflation has been running at an annual rate of about 10720 per cent 
for the last two years, despite selective consumer price rollbacks 
imposed by the Government. And the prospects of immediate relief 

from inflation are small. Relying as heavily as it does on foreign 
goods and services, Surinam continues to import world inflation. 
Closer to home, the Government continues to find it necessary to resort 
to deficit financing on a (for Surinam) high level. The deficit this 
year is projected at $50.3 millinn (as against $19 million in 1973 

and $54.3 million in 1975), largely as a result of mounting social 

and administrative overhead. 


A bright spot in the Government's financial position is the 

sizeable return on the new bauxite levy, described under Bauxite 
Exports. The Government has pledged that this money will be devoted 
to socio-economic development purposes and has compiled a list of 
200 projects to be encompassed in an accelerated development plan. 





Already, it is possible to detect a quickening in the flow of 
money into street paving, road and bridge building, urban water 
systems, health and community centers, sub-economic housing and 
other such projects. 


Labor 


One of the most remarkable phenomena in Surinam over the last 

five years has been the rise of the organized labor movement. 

Today, the five militant and politically conscious labor federations 
are a major factor in the economy. Strike action traumatized the 
economy in 1973 and the number of industrial disputes submitted 

for conciliation remains high. 1976 has seen a number of three- 
year collective labor agreements renegotiated with most providing 
generous settlements. There have also been a number of worker 
actions of short duration aimed at eliciting better settlements 

from the employers. 


The labor picture is complicated in other ways, too. Heavy migration 
from Surinam to the Netherlands, where job opportunities and social 
benefits are better, stripped the country of much of its skilled 

and semi-skilled labor force and of professional people. Government 
offices are operating with less than optimum staffs and many 

business firms, including Suralco, have lost a number of skilled 
workers trained at their expense. It is estimated that over 100,000 
people of Surinam origin now reside in the Netherlands. 


With Surinam's independence, migration is no longer as easy as it 

ance was, and the number of Surinamers returning from the Netherlands 
to Surinam in the first half of 1976 exceeded the number of new 
departures from Surinam. It remains to be seen, however, whether 
sizeable numbers of emigrants will return to Surinam, where their 
skills and services are badly needed. 


Government Economic Policy 


One of the Government's principal pledges, during the electoral 
campaign of late 1973, was that it would secure a greater voice in 
the management of the country's natural resources. The Government's 
intentions are not entirely clear even now, but joint venture 
agreements such as that with Placer Development Ltd. of Canada 

(gold mining) may be a model for future foreign investment in the 
extractive industries. Broadly speaking, the companies will bring 
capital and know-how to the ventures, and the Government will bring 
public lands, concessionary rights, tax write-offs and other invest- 
ment inducements. 





Eventually, the Government may seek to buy into the bauxite 
companies with money provided by Netherlands development aid; 

it already holds an option to buy 25 per cent of Billiton. 

The Government has announced that it intends to take over complete 
control of Energie Bedrijven Suriname, of which it now owns 60 per 
cent, and other public utilities. 


In the wholesale/retail trades, the Government has been highly 
interventionist. It has awarded a trading monopoly on a long 

list of food products to Centraal Importbedrijf Suriname (CIS), 
the state trading company, and announced quota restrictions or 
outright bans on many imported items considered to be nonessential 
or in competition with local products. The Government has stepped 
in to force price rollbacks on both domestic (electric power, 
bread, carbonated soft drinks) and imported (lubricating oil) 
items and has required smaller rice growers to sell two-thirds 

of their crop at pegged prices in the domestic market. Government 
intervention apparently was responsible for slowing the rise in 
retail food prices but it is widely blamed for aggravating shortages 
in the supply of certain staple foods. 


The Arron Government has publicly rejected a policy of expropriation 
and affirmed its reliance on the private sector, specifically 
including foreign investment, to accomplish its development 
objectives. In spite of these assurances, potential investors are 
withholding decisions, pending a further clarification of Govern- 
ment economic policy and the political situation generally. 


IMPLICATIONS FOR THE UNITED STATES 


There has been little economic growth in Surinam since independence 
and there is not likely to be any significant change in the coming 
year. Potential investors will remain somewhat wary of putting new 
money into Surinam and economic managers in and out of Government 
will be preoccupied with financial and political problems arising 
from Surinam's transition to an independent nation and a mixed 
economy. 


Nevertheless, the level of imports should remain relatively high 
and American suppliers should continue to find ready markets for 
earthmoving equipment, tractors, commercial vehicles, fishing boats, 
pleasure boats, marine engines, mining machinery, food processing 
equipment, textiles and ready-made clothing, household electrical 
appliances, builder's and home hardware, toys, pharmaceuticals, 
industrial chemicals, fertilizers, agricultural commodities and 
other goods. They can expect to fill about one-third of Surinam's 
import requirements. 





The availability of after-sale servicing and spare parts can 

be the decisive factor in deciding between comparable equipment 
from, say, the Netherlands, the Federal Republic of Germany, 

Japan or the United States. It helps to explain the great 

success of German and Japanese automakers in Surinam. Manufacturers 
in the Federal Republic and Japan make a practice of encouraging 
their local distributors to stock as complete a range of spare 
parts as possible and, in some cases, maintain regional spare 

parts depots within short flying time of Surinam in order to 

fill orders quickly. 


Another significant factor is the supplier's attitude toward 

small orders. The unwillingness of some American manufacturers 

to furnish detailed quotations and data on low unit or dollar 
transactions, or even to respond to small Trade Opportunities, 

has induced more than one Surinamer to look elsewhere for supplies. 


However, the competitive position of third countries is weakening, 
relative to the United States, because their price quotations 
reflect more expensive currencies and higher inflation and freight 
costs. For many manufactured goods, the competitive price advantage 


is now on the American side. 


It will be to the advantage of American food suppliers to familiarize 
themselves with the officers and operations of CIS. If more imported 
food products come within the purview of CIS,suppliers will have to 
switch from their traditional trading partners in the private sector 
or lose the market. A list of the items currently reserved for CIS 
is available at the Departments of State and Commerce. The Director 
of CIS is Mr. W. Halfhide, Waterkant 15, Paramaribo. He will be 

glad to receive price lists and promotional literature. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 
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